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Equitrans Midstream Big Dividend Set to Flow with MVP
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€ equitrans

Midstream

e Top tier development asset with the Mountain View Pipeline (MVP)
finally gaining support in the Senate after years of delays.

e MVP start up will cause cash flow and dividend to surge.

e Top tier 6.31% forward dividend yield, paying out $0.60 per share.

e 8 Bcf/d in gathering and transport capacity, with 7 connections to
interstate pipelines.

e Pipelines have high-capacity utilization and return on invested capital.

e Strong delevering plan, supported by strong FCF generation capacity
and long-length contracts.

Investment Thesis

Equitrans Midstream (ETRN) is one of the largest natural gas gathering and
midstream firms in the United States, focused on the Marcellus and Utica
shale areas.

Equitrans has recently had life rebreathed into its expansion plans after the
Senate Democrats threw their weight behind Senator Joe Manchin's wishes
to get the long-delayed Mountain Valley Pipeline (MVP) through the waist-
deep litigation it finds itself in.

The MVP is a critically important piece of architecture for Equitrans and the
region more broadly, connecting the very rich Utica and Marcellus regions to
the Transco pipeline responsible for billions of cubic feet of gas
transportation per day across the southeast and to Henry Hub

Equitrans expects that the addition of the MVP would add roughly $280
million in yearly incremental revenue by itself, with an additional $25 million
added during the Equitrans Expansion Project (EEP), which is dependent on
MVP's opening.

While all of these are still not guaranteed, we believe that this potentiality
plus its top-of-the-sector dividends mean that Equitrans is at least a safe
buy for dividend yield and potentially a good buy for capital appreciation as
MVP comes online in 2023.
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Estimated Annual Estimated Annual

Estimated Capital

Proiect Deployment (in Incremental Incremental
J ployr Revenue (in EBITDA (in
millions) e .
millions) millions)
Mountain Valley
Project (MVP) $3,400 $280 $220
Hammerhead $540 $96 $75
Equitrans
Expansion Project
(EEP) $140 $25 $20
includes various minor
gathering/transmission
projects
Total $4,080 $401 $315

Annual Incremental Revenue is calculated based on the provided incremental EBITDA numbers, and the TTM
EBITDA margin 78.46%.

Equitrans Midstream (ETRN) E2022

Price-to-Sales

Price-to-Earnings

EV/EBITDA

Gathering and Transmission Assets

Equitrans maintains a midstream footprint across the Marcellus and Utica
Basins, spanning the area primarily in Pennsylvania and West Virginia.
Across all serviced areas, Equitrans has approximately 8 billion cubic feet of
natural gas per day (Bcf/d) in gathering capacity, with connections to 7
interstate pipelines allowing local producers access to Midwest, northeast,
gulf, and southeast markets. Additionally, Equitrans has 43 Bcf of natural
gas storage capacity across 18 storage pools.

Aside from the MVP, the Ohio Valley Connector Expansion Project ((OVCX))
is @ $160 million investment set to come online in 1H24, adding 350 MMcf/d
in capacity already with firm commitments up to 330 MMcf/d.
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Hammerhead gathering pipeline is the newest online pipeline finished in
3Q20, bringing online 1.6 Bcf/d in capacity, with 1.2 Bcf/d committed for 20
years from EQT as part of a divestment agreement. The Hammerhead
pipeline will connect to the MVP, giving the southeast market significant
access to development assets in Pennsylvania.

MVP: Getting a Boost from Biden and Manchin

One of the largest development assets for Equitrans is a joint venture to
create a 303-mile 2 Bcf/d pipeline called the Mountain Valley Pipeline (often
called MVP). The pipeline is part of a large and growing gathering network in
the Utica and Marcellus shale areas, with the MVP acting as the primary
artery out of the area into Southeast markets. Equitrans midstream will
operate the pipeline and own a 48.1% stake. MVP comes with significant
bolt-on capacity, with a proposed Southgate expansion connecting to both
the East Tennessee interstate line and into North Carolina, adding as much
as 900 MMcf/d in capacity for $500 million in extra capital. It is clear that
the MVP has some serious money making potential, and dividends could see
a surge upon opening and as the pipeline comes into full operation in 2024.

In exchange for throwing his powerful vote behind the Democratic
reconciliation bill, Senator Joe Manchin was granted party support for
pushing the pipeline through. The pipeline has been sitting at 94% complete
(according to ETRN) but has been stuck in lawsuits and a lengthy permitting
process which has significantly delayed the completion by several years.

On August 25th, the US Federal Energy Regulatory Commission (FERC) has
granted a long awaited 4-year extension to complete the pipeline. Part of the
deal Manchin brokered includes so-called "shot clocks," setting caps on the
time that federal regulators have to review environmental impacts, and
limiting the scope of any outside requests for judicial reviews on projects.

Financial Health

Equitrans has a strong balance sheet, with a solid annual dividend of $0.60
per share. The long-term leverage target is sub 4.0x, currently sitting at
6.7x, which is more than reachable given the ample free cash in the
Midstream market.

Once MVP is in service, greater than 70% of projected future revenue is
forecasted to come from contracts deriving from the pipeline, with a current
14-year weighted average contract length for gathering, transmission, and
storage.
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Risk

Much of our position on Equitrans relies on the fact that the MVP may be free
of the fog, be that after much delay and going over budget. Should the MVP
run into even further delays or cost overrides - or have to face the FERC
extension board again - it could be eliminate the growth potential of
Equitrans and cause the company to be overlevered. Equitrans remains
hugely profitable, with a gross profit margin exceeding the sector average by
over double, at 88.37% in 2Q22.

While Equitrans has committed to the reduction of carbon and methane
emissions by half by 2040, the midstream business is particularly prone to
disasters stemming from engineering failures. Should a pipeline burst, leak,
or any other adverse environmental event it could spell disaster for any
future development plans, or existing ones like the MVP.
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Additional Comparisons

Price-to- Price-to-

Estimated Next 12 Months Dividend Yield EV/EBITDA .
Sales Earnings

Equitrans Midstream
(ETRN)
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Disclaimer and Related Information

This article is a financial publication and is provided for educational purposes
only. It is not an investment recommendation nor investment advice.
It does not take into account your personal circumstance and whether this
investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins LLC responsible for any actions
that you may take after reading this educational information. Nothing from
Building Benjamins should be considered personal investment advice.
Building Benjamins, the website, emails, interviews, social media pages and
other materials are published by Building Benjamins LLC. Investing, and in
particular, stock investing, is risky and may result in losses and sometimes
loss of your entire investment. Stock investing has company-specific
operational risks like demand, competition, legal and regulatory, as well as
broader financial market risks like liquidity, economic cycle, and government
policy. You may lose money in any stock investment that you make, and you
are solely responsible for those decisions.

Mr. Halliburton and/or his family office will have positions in the securities
discussed in this educational report. Mr. Halliburton is sharing his investment
knowledge and strategy with you as an educational endeavor. He may
transact in the security discussed at a later date prior to or without
notification in this format. This is not investment advice but only a discussion
of select investments that Mr. Halliburton has made or actions that he has
taken in his own portfolios. This is an investment blog about Mr.
Halliburton's portfolio.

Building Benjamins is an investment newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the written
authorization of Building Benjamins LLC. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies
themselves but cannot guarantee the accuracy of the information that we
provide. You rely on this information at your own risk and are responsible for
the verification of the data.
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